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FEDERAL HOME LOAN BANK BOARD
Net worth and reserve requirements for federally insured savings and loan associations
were lowered from four percent to three percent for liabilities and insured accounts
by the FHLBB on 1/14/82. Net worth, which is the excess of assets over liabilities,
is considered a measure of the health of an S&L. When an association's net worth
declines below the FHLBB'S minimum standard, the S&L is placed in a position where
the institution may be subject to various regulatory sanctions by the FSLIC. Three
percent is the minimum net worth percentage allowed for S&Ls by law. According
to FHLBB member Andrew DiPrete, the passage of thrift reform legislation proposed
by FHLBB Chairman Richard Pratt (S.1703) or Senate Banking Chairman Jake G a m ' s
(R-VT) bill, S. 1720,would be the best source of help for the S&L industry. The
measures would permit S&Ls to expand their operations into commercial lending and
deposit-taking. The Board's action has been made retroactive to 12/31/80.
FEDERAL TRADE COMMISSION
New guidelines for creditors under existing Commission orders, in complying with
revised federal consumer credit laws were recently proposed by the Commission
as an Enforcement Policy Statement to Regulation Z (see the 1/22/82 Fed. Reg,
pp. 3128-30). The guidelines provide advice to creditors in dealing with changes
in the 1968 Truth in Lending Act and its implementing rules made by the Truth
in Lending Simplification and Reform Act. Although creditors must comply with the
new regulations by 10/1/82, the proposed guidelines provide that during the tran
sition period, creditors under FTC orders must comply with the orders as written
if they choose not to begin following the revised rules. Compliance with the
revised rules will be considered compliance with existing FTC orders, however,
creditors may not take advantage of regulations simplified by the revisions without
also providing new required disclosures. Also, creditors must continue to
follow parts of orders not affected by the changes. Comments are requested by
2/22/82. The proposed effective date of the statement is 3/23/82. For additional
information contact James Rudasill at 202/254-9492.
SECURITIES AND EXCHANGE COMMISSION
The SEC will act to reduce its role in the accounting profession's self-regulatory
programs, according to SEC Chairman John S.R. Shad, in an appearence before the
AICPA's Ninth National Conference on Current SEC Developments in Washington, D.C.,
on 1/12/82. One step toward strengthening self-regulation, according to Shad,
is expected to be taken later this month when the SEC staff recommends to the
Commission that it not devote any further consideration to the question of whether
companies should be required to include reports on their systems of internal
control in public disclosure documents. Chairman Shad also stated that the SEC
staff will recommend that ASR 250, requiring disclosure in proxy statements of
"nonaudit services," be withdrawn. Shad went on to say, "There are adequate selfregulatory mechanisms to monitor nonaudit services." In addition, the SEC staff
is "pruning" the remaining 245 ASRs with a view to recommending withdrawal of
those no longer relevant and codifying the balance. This process includes a
similar review of Regulation S-X.
TREASURY, DEPARTMENT OF
An examination of 4,954 taxpayers resulted in $94 million in penalties for civil
fraud being recommended during FY 81, according to IRS press release IR-82-10.
For FY 80, there were $84 million in civil fraud penalties recommended against
4,585 taxpayers. The law provides for a civil penalty of 50 percent of the en
tire additional tax due, if any part of the tax understatement was due to fraud.
The 50 percent civil fraud penalty may foe asserted against a taxpayer, even if
criminal tax charges are not made. When a taxpayer is convicted of income tax
evasion, the full amount of additional taxes and interest is assessed, as well
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as the 50 percent penalty. Additionally, the taxpayer faces a prison term of
up to five years and fine of up to $10,000 on each count convicted. Although
the normal statute of limitations for assessing additional tax is three years,
the limitation does not apply when an understatement of tax liability was caused
by fraud.
Changes in the IRS' organizational structure to improve administration and pro
cessing of tax matters, were again discussed by IRS Commissioner Roscoe L. Egger,
Jr., in a 1/18/82 speech before the 34th Annual Institute on Federal Taxation
sponsored by the University of Southern California. While the Deputy Commissioner
remains the IRS’ top career official and chief operating officer, Commissioner
Egger announced the creation of three new associate commissioners and numerous
assistant commissioners, including a new rank for IRS enforcement functions.
The Office of Chief Counsel has also been reorganized to now include the Appeals
Division and a new Deputy Chief Counsel to assist the Chief Counsel by providing
day-to-day executive support, according to Commissioner Egger. He also emphasized
that all of the significant changes affect only the IRS National Office, except
for the transfer of the field appeals function to the Office of Regional Counsel.
A newly increased penalty will be levied against individuals who attempt to avoid
income tax withholding on wages by filing false W-4 Forms, Employee's With
holding Allowance Certificate, with their employers, according to a recent IRS
press release IR-82-9. The Economic Recovery Tax Act of 1981 increased the
civil penalty for filing a false W-4 Form from $50 to $500. The penalty, effec
tive for W-4s filed after 12/31/81, applies when an individual makes a false
statement with regard to withholding where there is not reasonable basis for that
statement. Additionally, the new law increased the criminal fine for willfully
supplying false information on wage withholding from a maximum $500 to $1,000.
Violators may also receive up to a year in prison.
Changes in rules on disclosure of income tax return information to the Department
of Commerce's Bureaus of Census and Economic Analysis for statistical purposes
were the subject of a recent notice of proposed rulemaking from the IRS (see
the 1/21/82 Fed, Reg., pp. 3007-08). The changes would provide the Census
Bureau with new items, such as cost of goods sold, royalty and farm income, and
receipts of exempt organizations reported on Form 990, for its economic and agri
cultural and economic censuses. The Bureau of Economic Analysis would, under
the proposal, receive from the Social Security Administration certain information
from unemployment tax returns of corporations. The proposal also permits the
IRS to authorize other federal agencies to which returns have been disclosed to
further disclose the information to a taxpayer's designee. Written comments
and requests for public hearing are requested by 3/8/82. For additional informa
tion contact David Dickinson at 202/566-3373.
SPECIAL:

COMMITTEE DEVELOPED TO IMPLEMENT GASBOC RECOMMENDATIONS

A special committee was recently appointed to develop specific proposals for im
plementing the broad structural recommendations made by the 10/81 Report of
the Government Accounting Standards Board Organization Committee. GASBOC was
formed to consider whether there is a need for a new structure to establish
accounting and reporting requirements for state and local governments and, if
so, to develop the detailed recommendations regarding an appropriate structure.
GASBOC will operate under Financial Accounting Foundation oversight. Chairman
of the implementation committee is Russell Palmer, managing partner and CEO,
Touche Ross and Company. Committee members include: Philip Chenok, President,
AICPA; Kenneth Axelson, Executive Vice President, J.C. Penny Company; Donald
Beatty, Executive Director, Municipal Finance Officers Assoc.; Charles Bowsher,
U.S. Comptroller General; Commissioner Robert Honts, Travis County, Texas; John
Poelker, former Mayor of St. Louis; Rep. James Ritter, Pennsylvania House of

-3Representatives; and, Charles Steele, managing partner, Deloitte Haskins and
Sells. The committee has scheduled three meetings in January and February and
hopes to complete its report by the end of February.
SPECIAL:

ENERGY COMMISSION CONCLUDES FEDERAL ROYALTY MANAGEMENT HAS FAILED

Concluding that "Federal royalty management has failed to do its job," the Commission on Fiscal Accountability of the Nation’s Energy Resources (see the 7/20/81
Wash. Rpt.) submitted its final report ending six months of probing investiga
tions. Committee Chairman David E. Linowes, CPA, speaking to a White House
press conference, said that "each year hundreds of millions of dollars in oil
and gas royalties are being lost to the Federal government, Indian tribes and
states." He said that it is not possible to determine the exact amounts of
losses, because of underreporting by energy companies and theft. The Commission concluded that as a result of the lack of even the most elementary controls,
underreporting could be as high as 10 percent and theft losses could be six per
cent. Mr. Linowes reported that the nation's collection of oil and gas royalties
is on the honor system with no internal controls. "The Commissioners were very
disturbed to learn that these conditions of royalty payment irregularities have
existed for over 20 years," according to Mr. Linowes statement. Oil and gas
royalties have risen from less than $500 million in 1971 to more than $4 billion
in 1981 with dramatic increases expected during the next decade, according to
the report. The Commission made sixty specific recommendations, including the
removal of federal royalty managanent from the U.S. Geological Survey, which
"has never been able to supply the active, sophisticated management that is needed"
to a high level office in the Department of the Interior. Other recommendations
dealt with: meaningful penalties for violation of security rules and underpayment
of royalties; making it illegal to purchase crude oil without documents indicating
its source; creating a fund to provide extra auditing and inspection; raising the
royalty rate; increasing the Department's inspection force; and, preparing an
Omnibus Royalty Management Improvement Act for submittal to Congress.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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